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IN THE KENTUCKY PUBLIC SERVICE COMMISSION

IN RE: INVESTIGATION:

Case No.

AN ADJUSTMENT OF THE GAS AND ELECTRIC RATES
TERMS, AND CONDITIONS OF LOUISVILLE GAS AND

2003-00433

ELECTRIC COMPANY

and

Case No.

AN ADJUSTMENT OF THE ELECTRIC RATES,
CONDITIONS OF KENTUCKY UTILITIES COMPANY

2003-00434

SWORN STATEMENT
OF
RICHARD S. "SMITTY" TAYLOR

JULY 25, 2005

AND

E-MAIL:

ELLEN L. COULTER, RPR
Coulter Reporting, LLC
101 East Kentucky Street
Suite 200
Louisville, Kentucky 40203
(502) 582-1627
FAX : {(502) 587-6299

CoulterLlC@bellsouth.net
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(June 29, 2005 letter to Richard 5. Taylor
from Jonathan D. Goldberg)

[T o T 8 » 3 A v 1 D

(Sign—-in sheets for April 28, 2004 and
May 4, 2004)

AP PEARANTCIES

SPECIAL GENERAL COUNSEL TO THE PUBLIC SERVICE
COMMISSION:

JONATHAN D. GOLDBERG
Goldberg & Simpson

3000 National City Tower
101 South Fifth Street
Louisville, Kentucky 40202
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The sworn statement of RICHARD §.
"SMITTY"™ TAYLOR, taken in the offices of the Public
Service Commission, 211 Sower Boulevard, Frankfort,
Kentucky, on Monday, the 23th day of July, 2005, at

approximately 3:05 p.m.

EXAMINATION
BY MR. GOLDBERG:
Q. Could ycou state your full name, sir.
A. Richard S. Taylor.
Q. All right. And do you have a nickname
that you're known by?
A, Yes, I do. My middle name is Smith

and so my nickname is Smitty.

0. All right, sir. And folks call you
Smitty Taylorxr, do they not?

A. Yes,

Q. All right. Can you give me your

business address?

A. 225 Capitol Avenue, Frankfort,
Kentucky.

Q. All right, sir. And your occupation?

A, Attorney and governmental affairs
consultant.

PSCI01773
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Q. Do you practice by yourself?

A, Yes. I do some work with in-house
counsel and some other outside counsel as an advisor
in some situations, but

(DEPOSITICON EXHIBIT NO. 1 PREVIOUSLY
MARKED)

Q. All right, sir. I'm going to show you
a letter which we'll make a part of this that I sent
to you, which is how I presumed you called me back to
schedule your statement. And the letter is just
simply to reference for you what I'm interested in.
I'm interested in the two rate-making cases, LG&E,
which was 2003-0043, and KU, which is entitled
2003-00434. You may recall what they originally
filed in December of 2003. Testimony, as often
happens, is taken away from the hearing room, put
inte the record, and then the actual first informal
conference occurred on April the 28th, 2004. So some

four or five months later.

A. Mm—-hmm.

Q. And my guestions will all be in this
December 2003 through May -- May 12, actually, of
2005,

A. All right, sir.

Q. First let me ask you, were you

PSCI101774
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retained to represent somebody with regard to these
two rate cases?

A. I, along with others, represented
North American Stainless, which is a customer of
Kentucky Utilities.

Q. All right, sir. I've become familiar

with it today. I had Mr. Adams in here and Mr. --

A. Sanchez?

Q. No, sir. Mr. Buechel, your expert.

A. Oh, veah, Chuck Buechel.

Q. Buechel, vyeah, so I'm familiar with
them. And you were counsel before the Public Service

Commission for them.

Al Yes, along with Jay Brew and Bill
Jones,

Q. All right, sir. Had you represented
North American Stainless before?

h. Yes, along with Bill Jones, who is
with the law firm of VanBAntwerp, Mons, Jones &
Edwards in Ashland, has asked me to help him and
assist him in a number of different cases involving
NAS, with the Natural Rescurces Cabinet and with the
Revenue Cabinet, primarily.

Q. Prior to the representation with North

American Stainless, had you made appearances before
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the Public Service Commission before?

A, Yes,

Q. Okay. And 1 presume you were
generally familiar with their rules, policies and
procedures.

A, I'm a former chairman of the Public
Service Commission.

Q. Really. Then I know you are. And I
trust, then, you are familiar with the ex parte
procedures as it relates not only to the
commissioners but to the staff,

A. Yes.

Q. Fair enough. This morning I learned
from North American Stainless that even prior to
December of 2003, they had issues with KU, who was

their supplier of energy, and had filed their own

rate case for some relief with regard to those rates.

Do you have a recollection of that?

A, Yes.

Q. Okay. And I further learned that
procedurally, that case, a tariff case filed by KU,
those two cases were consolidated into the two rate
cases 2003-00433 and 00434.

A. That's correct.

0. All right, sir. Tell me what you
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first recall of your participation in these cases.

A. You mean preliminary to the filing of
the -- of the -- of any of these or starting with the
filing of these cases?

Q. Let's start with the filing of these
cases, being the two rate-making cases.

A. All right. North American Stainless
had a special contract with Kentucky Utilities of
which had every green provision, I believe, that it
was automatically renewed unless NAS gave KU notice
of cancellation, which they did one year in advance,
as was required by the contract. NAS attempted to
negotiate with KU concerning their rates, and they --
they were informed that KU would file a new tariff,
which they did, I think, in October of '03. NAS had
filed a complaint case against them prior to that, in
September of '03, and that's the cases you're talking
about being consolidated.

Q. Yes, sir.

A, And subsequently in December, I think,
of '03, that's when KU and LG&E filed their rate
cases, and those cases were ultimately consolidated.
Prior to that time, myself and Bill Jones and others
had some meetings with the PSC staff, primarily Tom

Dorman, who was executive director at the time --
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told us of concerns that we had about lack of supply
of electricity for NAS. We actually were seeking
procedural advice about what we might do, and it
ultimately concluded that the only relief that we
could get was to file a complaint, which we did.

And basically we just filed our
pleadings and got the procedural orders and resisted
consolidation of any of the cases which the
commission chose to consolidate. And other than
that, my role in the case was primarily an advisor.
We had an attorney from Washington by the name of Jay
Brew that -- sort of an expert in steel companies and
their =~ their contracts with electric companies, and
he was primarily the lead counsel.

Q. All right, sir. 1Is it safe to say
Mr. Brew is the lead negotiator?

A. Yes.

0. Do I take it you did attend some of
the sessions?

A. I attended, I suppose, all of them,
that I'm aware of.

Q. What I want to do 1s walk through some
of these sign-in sheets with you and give you the
dates that there was actual meetings. Like

everything else, if you walk in the door and don't
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sign in, your name may not appear --
A Right.
Q. -- and you may have been here.
The first meeting after the filing of
the complaint and the consolidation was on April the
28th, 2004 at an informal conference. And you'll see

your name on that particular document as having

attended. Do you see your name, sir?
A. Yes.
Q. Okay. I trust you have some

recollection of having attended an informal
conference?

A. Yes.

C. Okay. Memory is always fleeting, but
my understanding of the informal conference is simply
a conference to get organized about how the matter is
going to move forward from that point in time. Am I
correct?

E. Yes. I think they were seeing 1f they
could -- could compromise on any issues and thereby
reduce the length of time of the hearing and the
complication of the hearing, and that's usually
what's talked about in some circumstances.

Q. All right, sir. And how long do you

recall that particular meeting taking place?
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A. I don't have any idea, to be honest
with you. Could have been two hours, could have been
four hours. I don't know.

Q. Fair enough. Prior to the informal

conference, did you have an opportunity to meet with
the attorney general about any of the issues in the
two rate-making cases?

A, No.

Q. Okay. And prior to the informal
conference, had you participated in any meetings
between NAS and KU, presuming there were any?

A. I can't honestly remember whether we
met after the -~ after the tariff case was filed.

And that was 2003-00396. We had a meeting at NAS
with KU and tried =-- and =-- where basically they were
explaining to NAS the ~-- how their new tariff that
they were proposing to file would work for them, but
that's the only meeting that I recall having prior

to -- that specifically recall having prior to the
filing of those cases.

Q. All right, sir. And you don't
remember having any meetings with the attorney
general prior to April 28, 200472

A. I don't remember it. I'm not saying I

didn't, but I don't remember if I did.
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Q. You don't have any recollection of
that.

L. No.

Q. Let me show you one -- a hearing

sign-in sheet dated May the 4th that also has your
name on it.

A, Yes, it does.

Q. Do you have a recollection of having
been here for the purposes of hearings and/or
negotiation?

A Yes.

O. Okay. Tell me what you recall, i1f you

can, specifically of your May 4th appearance.

A. Well, it started out as an ordinary
hearing, as I recall. And I believe initially -- I
don't know whether ~- I don't remember whether the
hearing got formally started or not. It may have
gotten formally started, but at some point in time
the parties wanted to see 1if they could negotiate a

settlement, all the parties. And actually what we

did, we -- we'd hear the case for a while and then
negotiate for a while. And this took place over I'm
going to say three or four days. I can't remember

whether the hearing started on a Monday or Tuesday,

but primarily that week was =-- primarily it was

PSCI01781
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negotiations. And as it ended up, I think all
parties had agreed on all the issues with the
exception of the attorney general. And the attorney
general and KU/LG&E had a disagreement as far as
revenue requirements were concerned.

Q. All right, sir. With regard to
revenue requirements, you mean the amount of any rate
increase?

A, The amount of the total revenue that
would be generated by an increase in rates.

Q. Okay. My understanding was there were
really two issues involved. One, how much an
increase there should ke, and, two, how it should be
divided up.

AL Yes.

Q. All right. And is my understanding
correct that the attorney general ended up in

agreement on how the rate should be divided up -~

Al Yes.

0. —— but not in how much?

A, Yes.

Q. Okay. ©Now, using the 4th as a

Tuesday, the negotiations I presume went over a
three-day period. I'm showing May 4th, 5th and 6th,

and that there was some -~ whatever the settlement
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was, was obtained on the final day, the 6th. Is
that --

A. T don't recall the exact date, but I
would not disagree with those dates.

Q. Okay. While I'm seeing you present on
the -- let's see -- 28th and the 4th, I'm not seeing
you present on the 5th or the 6th by the sign-in
sheets. It doesn't mean that you weren't there. It
just means -~

A Means I didn't sign in. I was there
because we spent --

Q. All right. I guess the easiest way to
do it is to place you in time and space. You were
there at all times when North American Stainless was
negotiating with regard to these rates. Am I

correct?

A. Yeah, that's correct.

Q. Regardless of what the sign-in sheet
5ays.

AL Regardless of what the sign-in sheet
5ays.

Q. All right. And that was my general
understanding. Tell me what you recall about the
negotiation process. One, was everyone together?

A. No. Actually, we were divided into
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groups.

Q. All right.

A, I mean, the attorney general was one
place, LG&E/KU was another place, KIUC, Kentucky
Industrial Utility Consumers, was another place, and
some other interveners from Lexington, I think.
Everyone sort of had a separate room. And the way we
negotiated it, LG&E would negotiate with others and
then would come in the room that we were in and try
to negotiate a settlement with our interest as far as
NAS was concerned. And there was an awfully lot of

down time that actually we'd sit in the room and did

nothing but kind of -- but talk about what we thought
we should -~ how we should negotiate and what we
wanted out of -- as a result of the negotiations.

But there was awfully lot of down time on our part.

Q. All right, sir. As I understood the
negotiations, NAS and you and your colleagues, as
representatives, would negotiate with KU. And then
when there were issues that were resolved, it would
be reported to the group as a whole.

A, Yes, sir.

Q. But -- but NAS had its own set of
issues with KU, which got consolidated or was part of

the case that they had filed in October of 20063.
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A, That's right, and actually our case

was filed in September of '03.

Q. September of '03.
A. But that's correct.
Q. Okay. Thus the need for separate

discussions within the confines of the settlement as
a whole, correct?

Al Yes.

Q. Okay. Now, did the staff or anybody
from the staff participate in those discussions
between LG&E -- I'm sorry, KU and NAS, or was that
just NAS and KU discussion?

A. I'm not going to say that staff did
not come in, but they did not take any part in ~-- in
the merits of the case as far as negotiations was
concerned. They may have come in and said, "How are
you doing? Are you making any progress?" those type
things. But as far as negotiating any settlement
involved and being involved heavily in the
negotiations and trying to sway one party one way or
the other, I don't recall that. I don't think they
were .

Q. Do you have a recollection of staff
having participated in the general settlement

discussion?
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A. Yes.
Q. All right. 1I'm going to ask you some
specifics about individuals in a minute. Now, with

regard to the attorney general, did the attorney
general participate in the specific discussions with
NAS and KG?

A, No.

Q. And I trust none of the others such as
KIUC or Legal Aid Society participated in those
discussions.

A. No. We did have some discussions with
KIUC about what our position was. And subsequent to
that NAS joined KIUC, the association, which they
weren't a member of. We did talk to them about some
of our issues. But as far as theilr being in
discussions with KU, I don't think that they were
involved in any of our discussions.

0. All right. So that I'm cliear on this,
between the time NAS's case was filed in September of
2003 until the informal conference, April 28, 2004,

there were no discussions with the attorney

general --
A. No.
Q. -=- and NAS that you recall.
A. That I recall, no.
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Q. Okay. And there were no discussions
other than discussions about how to file --

AL That was prior to any filing.

Q. All right. Fair enough. So then
prior to September of 2003.

A, Yes,

Q. After September of 2003, there were no
discussions with the staff of the Public Service
Commission.

AL No.

Q. Did you yourself have any discussions
about anything to do with NAS' complaint or about the
two rate-making cases with any of the commission

members?

A. No.

Q. Okay. At any time?

A. No.

Q. All right. And with regard -~ let me

ask you the same guestion with regard to the staff.
Did you have any discussions with any members of the
staff --

A. You know, I could have, but if I had,
it would have been procedurally about maybe has LG&E
filed answers to data reguests. I mean, 1t was minor

things of that nature. Nothing about the merits of
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the case whatsoever.

Q. All right, sir. I take it as a former

chairman of the commission you recognize that any
conversations on the merits would be an ex parte

conversation?

A, Yes.

Q. And thus you did not participate in
that.

A, I did not participate.

Q. Okay. Let me ask you about some

individuals, and you have answered this gquestion
generally, but I want to make sure specifically.

A, Okay.

Q. Are you familiary with Ms. Beth
O'Donnell?

AL Yes.

Q. Okay. Did you have any discussions

with her about the two rate-making cases?

A. No.
c. Okay. You're obviously familiar with
Chairman Mark David Goss. Did you have any

conversations -—-

A. No.
Q. -- with him at any time?
A Not that I can recall, no.
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Q. All right, sir. Ms. Ellen Williams,
are you familiar with her?

A, Yes.

Q. Did you have any conversations with

her about the two rate-making cases?

A. Not that I recall.

0. All right, sir. Are you familiar wi
Chairman ~-- former Chairman Marty Huelsman?

A, Yes,

Q. Did you have any conversations with
him --

A. No.

Q. ~- about the two rate-making cases?

Okay. How long have you known

Mr. Huelsman, a long time?

A. Actually, when he became chairman of

the commission, I guess is when I met him.

Q. Okay. From the time he became
chairman of the commission until his retirement,
which would have been sometime in May 2004, did you
have occasion to see him socially?

A. Yes, I think T did.

Q. All right, sir. By way of example,
would you go to lunch with him from time to time?

. I think I had dinner with him one

th

PSCI01789
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evening.

Q. All right. Do you recall when that
was?

A. No.

Q. All right. Do you recall --

A. I mean, long before this case came
about.

Q. Before September of 200372

A, Yes.

Q. Okay. Fair enough. So obviously you

would not have talked with Mr. Huelsman at dinner or
in any social context about these two rate-making
cases.

A. No, sir.

Q. Fair enough. Are you familiar with
Mr. Gary Gillis?

A. Yes.

C. Okay. Have you had occasion to speak
to him about the two rate-making cases?

A, No.

Q. Have you ever had occasion to be with
Mr. Gillis socially?

A. I think that I went to his house -- I
think he had an engagement or some sort of reception

for a mutual friend. And right now I can't even
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think who the mutual friend was, but that's the only

occasion that I can recall.

Q. Do you think it was before the NAS
case?

A. Long -- long before this case.

Q. All right, sir. So clearly no

conversations with him about the two rate-making

cases?
. No.
Q. And no conversations with him about
NAS?
A, No.
Q. Qkay. Do you know Mr. Tom Porman?
AL Yes.
Q. How long have you known Mr. Dorman?
A, Long time.
Q. You knew him when he was executive

director the first time, probably.

A. When --
O. No, he was a commission member.
A. -~ he was executive director. He -- I

was the secretary of the governor's executive cabinet
in the Wilkinson administration, and he was ny
legislative liaison. So I've known him --

Q. Well -—--
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A, -- since early 1980, '80s I would say,
maybe '70s.

0, With regard to the two rate-making
cases, have you ever had a discussion with Mr. Dorman
about them?

A. I did not have any discussions with
Tom Dorman after --

Q. September of 20037

A, -~ September of -~ September 23rd,
'03. That was the day I think our complaint was
filed.

Q. All right, sir. You had no
discussions with him about NAS and its complaint.

Did you have any discussions with him

about the rate-making cases filed by --

A, N,

Q. -~ LG&E and KU?

A. No.

Q. 811 right, sir. Are you familiar with

Mr. Isaac Scott?

A. Yes,

0. Did you have any conversations with
him --

A, No.

Q. -- about the rate-making cases?
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Amato?

A

Q.

him about

A,

her?

AL
place her.
0.
you familiar with him?
A,

0.

him?

A.
Q.
familiar with her?
A,

Q.

with her?

AL

No.

Okay. Are you familiar with Mr. Bob

Yes.

Did you have any conversations with

No.

-- the two rate-making cases?

Not that I'm aware of.

And Ms. Andrea Edwards, do you know

The name is familiar, but I can't

All right, sir. Mr. Faud Sharifi, are

Yes.

Did you have any conversations with

No.

Ckay. Ms. Martha Morton, are you

Yes.

And did you have any conversations
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Q. Okay. Mr. Jeff Shaw, are you familiar
with him?

A. Yes.

Q. And did you have any conversations
with him about the two rate-making cases?

A, Not after September of '03.

Q. Okay. Prior to September '03, was he
part of your conversation =--

A. He was called in with one
conversation, I think, to -- concerning the special
contract that NAS had and the expiration clause and
what might happen as far as our service with KU was
concerned, but other than that, that's the nature of
it.

. All right, sir. And Mr. Richard Raff,

did you have any conversations --

A. I would give you the same answer about
Shaw that -- that pertained to Richard.

Q. Okavy . So it was prior to September of
2003.

A. Yes. And 1f you're familiar with

Mr. Raff, he wouldn't have talked to you anyway.
Q. Yes, I am. And clearly you did not
speak to Mr. Raff about the two rate-making cases

other than as part of the settlement discussions with

PSCI101794




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

25

the whole?

A, Yes,

Q. Okay. I take it, Mr. Taylor, you're
not familiar with any conversations, then, after
September of 2003 with the staff or the
commissioners.

A. No, I'm not.

g. All right. Do you have any
information at any time, Mr. Taylor, about
conversations of an ex parte nature in the two

rate~making cases?

A. After they were filed?

Q. Yes, sir,

A. Personally, I do not have, no.

Q. All right. Are you aware, by hearsay

or otherwise, of any?

A. Well, I've seen some of the documents
that the attorney general filed, and obviously there
were numerous phone conversations between officials
at LG&E, primarily George Siemens and members of the
staff and I think primarily Tom Dorman. What those
phone conversations were about, I have no idea, but
there were numerous conversations that were --
records were filed with -- some document the attorney

general filed out here.
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Q. Okay. ©Other than those, are you
familiar with any?
A. No.

MR. GOLDBERG: All right. Fair
enough. That's all I have, sir. Thanks nuch.
Appreciate 1t.

THE WITNESS: All right.

(DEPOSITION EXHIBIT NO. 2 PREVIOUSLY

MARKED)

(STATEMENT CONCLUDED AT 3:30 P.M.)

* * *
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STATE OF KENTUCKY

COUNTY OF JEFFERGSON

I, ELLEN L. COULTER, Notary Public,
State of Kentucky at Large, hereby certify that the
foregoing sworn statement was taken at the time and
place stated in the caption; that the appearances
were as set forth in the caption; that prior to
giving testimony the witness was first duly sworn by
me; that said testimony was taken down by me in
stenographic notes and thereafter reduced under my
supervision to the foregoing typewritten pages and
that said typewritten transcript is a true, accurate
and complete record of my stenographic notes so
taken,

I further certify that I am not
related by blood or marriage to any of the parties
hereto and that [ have no interest in the outcome of
captioned case.

My commission as Notary Public expires

November 5, 2007, -*:‘)’< g
Given, ander my hand this the .7
day of «/Kﬁqiyqf“ , 2005, at Louisville,
Kentucky. /C M
L .

/// A [ ,//

{ \wwéw'
ELLEN L. COULTER
NOTARY PUBLIC
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I, the undersigned, RICHARD S.

TAYLOR,

do

hereby certify that I have read the foregoing sworn

statement, and that, to the best of my knowledge,

said sworn statement is true and accurate,

with the

exception of the corrections, if any, listed on the

errata sheet.

-~

e

t——

RICHARD 5.

Subscribed and sworn to before me this 1lth

day of October , 2005.

-

TAY

OR

\\AL_ o d ) e

NOTARY PUBLIC

My commission expires 9-16-2007
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NAME /7\7 JEHARD S . 74 Y¢DR  DATE OF DEPOSITION 7/2 ‘57/05'

After having read my deposition, I wish to make the following changes:

Page Line
Change

Reason for change
Page Line
Change

Reason for change
Page Line
Change

Reason for change
Page  line
Change

Reason for change
Page Line
Change

Reason for change
Page Line
Change

Reason for change
Page Line
Change

Reason for change
Page Line
Change

Reagon for change
Page Line
Change

Reason for change
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